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The Current Financial Crisis

Introduction:

in fact, the seeds of the crisis was Planted in 2002 after the crisis of
September 11, 2001 when the Government of George W. Bush. Followed the
motto "every citizen has his own home, and contributed by its policy of reducing
the interest rates. Banks hurried in the area of financing the clients for the purchase
of real estate a limited introducing and long-term up to 45 years and, consequently,
prices began gradual rise in real estate. This has encouraged banks to continue to
provide loans for the purchase of real estate. So that, the quality standards and the
normal conditions which has been taken into consideration when granting credit
have fallen, such as credit spreads between the value of the property and the value
of the loan, the income stability of the client and the relevance of the value of the
monthly premium, but companies have resorted to insurance to cover the risk of
non-payment alternative to credit spreads and, therefore, when the cessation of
payments crisis moved to the banking and financial sector.

It may be noted in this regard that the system of mortgage credit to
consumers in the United States is in a range of insurance procedures and ending to
the signing of bills to the debtor's monthly premiums which is known as
securitization, is the transfer of any debt securities to a group of business cards
which are negotiable.

The total remaining represents value of the property plus interest, and banks
often sell these assets to each other as a high-quality assets, as they are guaranteed
and have a rating of the seller's bank. Thus, not only the crisis on banks and
businesses that did not follow the rules of sound risk management, but transcended
it to the banks that bought bad assets, including real estate, whether within or
outside the United States.

As Bernanke said, Chairman of Federal Reserve of United States in a speech
recently that we wish to speak of such crises in the part of the global financial
system and the dynamic elements of innovation, and how can some of the bad real
estate loans bad mortgages in some neighborhoods of Florida / United States, lead
to the bankruptcy of a country such as Iceland? What made the stock market in the
United States and some European countries, Asian and Arab reduced rates ranging
between 40-60% since the beginning of the crisis, the worst decline since the Great
Depression 1929? Why the credit crisis prompted the world economy towards
recession or stagnation? To answer these questions and others will analyze the
roots of the crisis and the beginning and the factors that motivated them.
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2007-2001
2001 2001 2003 2004 2005 2006 2007
Size
Number of loans (*1000) 452 737 1.258 1911 2.274 1.772 316
Average Loan (*$ 1000) 126 145 164 180 200 212 220
Mortgage Type
FRM (%) 33.2 29.0 33.6 23.8 186 199 27.5
ARM (%) 0.4 0.4 0.3 0.3 0.4 0.4 0.2
Hybrid (%) 59.9 68.2 65.3 758 76.8 54.5 43.8
Balloon (%) 6.5 2.6 0.8 0.2 42 252 28.5
Loan Purpose
Purchase (%) 29.7 29.3 30.1 35.8 413 424 29.6
Refinancing (cash out) (%) 584 574 57.7 56.5 524 514 59.0
Refinancing (no cash out) (%) 11.2 12.9 11.8 7.7 63 6.2 11.4
alalel :AMR ** . FMR .
.Balloon ****  Hybrid

Source: Demyanyk, Y,Hemert, O.V.(August 19,2008).""Understanding the Subprime Mortgage Crisis"".

Federal Reserve Bank of St.Louis,USA.




2006-2005
% 3.04 (05)
((04) ) % 3.2

delinquencies : -
: foreclosures

% 20-16 2001
% 12
: 2006-2001
2008-2007
(05) )
.2007 ( ) (01) )
suburban
areas
savings and loens mortgage banks -
associations
( )
C )

originate-to-disribute

securitization : -

Mortgage Collateraalized Debt Obligation

-10-



Backed Securities MBS , CDOs
2006-2001
%80-60

(05)
2008-1990

Inflation
United States
annual average

forecast
1 gh

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008

data: U5 Dol . BLS Sacramento Forecast Project

http://www.csus.edu/indiv/j/jensena/sfp/us/index.htm

Lehman Brothers Morgan stanley
credit rating agencies
(AAA)
credit

.risk

AIG- American International Group
I
( )
aggressive

shorting

-11-



1929
2007 /

1929

700

-12-



60

(2008

%1

)

-13-



-14-



Leads Gl (S 5 eASlall dan Jayl ga g0 cllaill o 3 3y e LY e 3 gatio

o Jlall sl ) S i ) ol 138 5 A gall 84Sl O jeas 38 il Al AS) 510
Zg,d\.cc_auj‘;jd};ﬁg,_aﬁg\dlzgujgjhadﬁisfj‘gw\‘;sgm‘gﬁ?
Al Leatiiy A1 3 5 A Al (o juati g Slliad allal) & il (e 8 s doi O

.10

-15-



-16-



14

. [280:

-17-



[124 123: 4
[2760 14

[16 15:

O
[279 278: 14

.
. [276: ]
[ I

-18-

¢



[16 15: 4

- http://www.csus.edu/indiv/j/jensena/sfp/us/index.htm

- http://en.wikipedia.org/wiki/Dot-com_bubble

- http://www jheary.com/gdp.jpg

- http://upload.wikimedia.org/wikipedia/commons/e/e2/Federal Funds Rate (effective).png
- http://www.csus.edu/indiv/j/jensena/sfp/us/index.htm

- Demyanyk, Y ,Hemert, O.V.(August 19,2008)."Understanding the Subprime Mortgage Crisis". Federal Reserve
Bank of St.Louis,USA.

- Gwinner W.B and sanders A.(September 2008)."The Sub Prime Crisis: Implications for
Emerging Markets". Policy Research Working Paper(4726), The World Bank, Washington,
USA.

- http:/www.IMF.ORG

- http:/Worldbank.org

- http:/www.aba.com/Industry-+Issues/Financial Crisis2008.htm.

- http:/www.arab-api.org

- http:/www.Darelmashora.com

-19-



